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ECONOMIC NOTES
On Ju ly  12, Austra lia  had its firs t national 
strike - against Fraser’s plans to d ism antle 
Medibank. Further action against governm ent 
po licy  - pa rticu la rly  econom ic po licy  - is like ly  
in the next few weeks. These actions around 
d irect cla im s on the cap ita lis t state raise 
im portan t questions of w orking class strategy. 
Some of them are examined below.
But firs t we look at prospects fo r recovery 
from  the present recession and at the 
r e c e s s i o n ’ s u g l i e s t  e x p r e s s i o n  - 
unem ploym ent.
A R E C O V E R Y  .... ?
“ S low ly bu t w ith some confidence .... The 
U pturn is O n” , accord ing to the Australian 
Financial Review of July 22. They point to  a big 
rise in vehicle registrations and to an 
Australian Cham ber of Com m erce survey 
w h ic h  is o p t im is t ic  a b o u t tra d in g  and 
p ro fita b ility  in the com ing quarter.
June m oto r vehicle registrations were up 9.4 
per cent on the May figures. Retail sales also 
seem to be up, but the trend here is still not 
clear.
The Cham ber of Commerce survey shows 
that 47 per cent of respondents expect capita l 
expenditure to increase over the next 12 
months, w h ile  16 per cent expect a decline. 
Some, however, have had the irfinge rs  burn t in 
the last three months. F ifty-six percen t expect 
‘sa tis facto ry ’ trad ing results in the com ing 
quarter, com pared w ith 62 per cent who began 
the curren t quarter w ith these con fiden t 
expectations. O nly 47 per cent of respondents 
recorded ‘sa tis fac to ry ’ results th is  quarter.
Unemployment - no change
One in teresting response, bearing on 
unem ploym ent was that a high 74 per cent of 
r e s p o n d e n t s  e x p e c t  ‘ no  c h a n g e ’ i n 
em ploym ent the next three months.
S ince the June national accounts figures are 
not available as ALR goes to press, it is d ifficu lt 
to get an up-to-date p icture  of the recovery on 
an econom y-w ide basis. The March figures 
show the firs t s ign ifican t increase in gross 
dom estic p roduct since September 1973.
Gross dom estic product, seasonally adjusted 
at constant prices, was up 3.2 per cent on the 
December figures.
International picture
The in te rn a t io n a l p ic tu re  is c le a re r. 
Accord ing to the O rganisation fo r Econom ic 
C o-operation and Development, the world 
econom y is well on the path to recovery, and 
already new in fla tionary pressures are 
b e g in n in g  to  appear. T h is  a n a ly s is  is 
contained in the O ECD’s latest Economic 
Outlook, No. 19.
Real production accelerated from  an annual 
rate of about AVi per cent in the second half of 
1975 to about 6V2 per cent in the firs t half of
1976, according to the organisation.
“ The rapid expansion in the US since m id- 
1975 has provided a considerable boost to 
recovery in other countries, especially Japan. 
OECD industria l p roduction  is now close to 
the peak reached in late 1973.
“ With some of the tem porary factors 
b o o s tin g  dem and  in re c e n t m o n th s  
d im in ish ing or disappearing (they refer to the 
accum ulation o f stocks) the expansion may 
slow down to around 5 per cent over the 12 
m onths to m id-1977.”
Slow Australian recovery
Australia, accord ing to the OECD, w ill 
recover more slow ly than the rest of the 
capita lis t world'. They pred ict on ly a 3 per cent 
rate of grow th of gross dom estic p roduct in 
real terms over th is calendar year.
W hile production may be recovering, both 
u n e m p lo y m e n t and in f la t io n  p e rs is t. 
Unem ploym ent in the OECD countries 
reached 5V4 per cent of the w orkforce  towards 
the end of 1975; it is now only s ligh tly  less than 
this - probably about 5 per cent. In fla tion is 
about 7 per cent on average, but some 
countries are doing much better than others 
here. Many - like Australia - s till have in fla tion 
rates of over 10 per cent.
The general fear is of a new bout of in fla tion, 
before the recovery has fuUv taken place 
W hile the w orld  cap ita lis t econom y w ill 
undergo future recoveries and recessions, it
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seem s fro m  th is  e x p e rie n c e  th a t the  
parameters it operates w ith in  have shifted, 
w ith n e ithe runem p loym en tno rin fla tion  being 
contained even in the ‘recovery’ phase of the 
cycle.
U N E M P L O Y E D  .... T IL L  1979
Most Australians do not th ink  the Federal 
governm ent is do ing enough to  contro l e ither 
in fla tion or unem ploym ent, according to an 
ANOP poll conducted on two week-ends in 
July.
Unem ploym ent is a b igger w orry than 
in f la t io n . S ix ty - fo u r  pe r ce n t fe lt  the  
governm ent was not do ing enough about 
unem ploym ent, and on ly  24 per cent were 
satisfied w ith its efforts. F ifty-three per cent 
th o u g h t its  a n t i- in f la t io n  e ffo r ts  w ere  
inadequate, w hile  31 per cent approved of the 
policies.
Even  a m o n g  L i b e r a l  v o t e r s ,  t h e  
governm ent’s approach to unem ploym ent was 
rejected. W hile 17 per cent are prepared to give 
Fraser some benefit o f the  doub t - ‘he is try ing 
but not achieving’, or ‘it is too  early to te ll’ - a 
massive 43 per cent of his own supporters felt 
he was not do ing enough. O nly 40 per cent of 
L ib e ra l vo te rs  w ere s a tis f ie d  w ith  the  
governm ent’s polic ies in th is  area.
And they have some cause to be worried. 
Unemployment growing
Seasonally adjusted unem ploym ent has 
been grow ing each month o f th is  year and, in 
June, stood at 296,835 - jus t below the peak 
level of 303,715 in Septem ber 1975.
Unfilled vacancies reached a new low of 
21,712, leaving 14 people out of work fo r every 
vacancy - a stark refutation to the charge that 
the unem ployed are in any way to blame fo r 
the ir situation. In the Penrith-Parram atta- 
Liverpool triang le  in Sydney’s western 
suburbs, there are on ly  519 vacancies 
r e g i s t e r e d  w i t h  t h e  C o m m o n w e a l t h  
Em ploym ent Service. But more than 18,000 
people are listed as unem ployed in the same 
area - 35 unem ployed fo r every vacancy.
T h is  s itu a tio n  is l i ke l y  to c o n tin u e , 
according to the Institu te  of Labor Studies at 
Flinders University. “ The recession has been 
so protracted ’’, they say in the May issue of 
the ir Australian Bulletin of Labor, “that it
cannot be expected that unem ploym ent levels 
are rapid ly go ing to d im in ish, even w ith a 
sustained recovery in production.
Restore profit levels
“ As a consequence of the slow recovery in 
em ploym ent levels in the early phase of a 
continu ing  recovery in production  (assum ing 
it does continue), there w ill be substantia l 
gains in p roductiv ity  during 1976 and early
1977. These gains w ill serve to  attenuate the 
im pact of wage increases on price increases 
and to restore the share of profits to levels 
considered more customary in this economy”, 
accord ing to the Institute.
“ It is ou r view that it w ill take much longer 
than many people expect to reduce the 
unem ploym ent rate to ‘fu ll-em p loym ent’ levels 
of 1 to 2 per cent. The basic reason fo r  th is  is 
the protracted length and depth of the 
recession and the effect such a recession has 
on the levels of ‘h idden unem ploym ent’ in the 
socie ty.”
“ As a result, not only do the cu rren tly  
unem ployed have to be absorbed, but also 
those who have w ithdrawn from  the labor 
force tem porarily  (the hidden unem ployed or 
‘d iscouraged w orkers’), e ither by staying 
longer in fu ll-tim e  education, o r by staying at 
home rather than seeking em ploym ent.”
No quick solution
The Institu te  of Labor Studies estimates that 
in February 1976 there were between 290,000 
and 380,000 “ unused labor resources" 
available in the economy. Setting themselves 
only the task of reducing unem ploym ent to 
“ norm al” , “ fu ll-em p loym ent” levels o f 2 per 
cent (leaving 120,000 out o f w ork) they 
conclude a qu ick  so lu tion to the problem  is 
“ not on the cards".
The Institu te  assumes “ op tim is tica lly ” (!) 
that a rapid econom ic recovery w ill be under 
way by September th is year, w ith ou tpu t 
grow ing at 8 per cent per year. They ignore 
s tru c tu ra l d if f ic u lt ie s ,  in c lu d in g  lik e ly  
m ismatches between w orkers’ sk ills  and ‘ the 
d em ands o f in d u s try  th a t wi l l  de la y  
em ploym ent grow th, and perhaps even the 
recovery itself.
Even w ith these assum ptions the Institu te  
predicts it w ould reach its “ target" of 2 pe rcen t 
unemployed on ly in September 1979 - over 
three years away!
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A FTE R  M E D IB A N K
In the firs t half o f 1976, workers experienced 
little  success in wage struggles; fo r most, the ir 
on ly  increases flowed from the two national 
wage cases. In the May national wage case, the 
Federal governm ent succeeded in persuading 
the C oncilia tion  and A rb itra tion  Com m ission 
to abandon fu ll wage indexation. The fo rm ula  
the Com m ission came up with w a s to g ra n tth e  
fu ll 3 per cent March quarter C onsum er Price 
Index increase on ly to workers on wages 
under $125. W orkers above this got a fla t $3.80.
The July national wage case is under way as 
ALR goes to press, and it seems like ly that a 
sim ilar, or even more drastic real wage cu t w ill 
result, under a ‘plateau indexation ’ form ula.
“ The last decision saved em ployers $340 
m illion w hich workers lost in real purchasing 
pow er” , according to Dick Scott, President of 
the Amalgamated Metal Workers U nion. ‘‘If 
they do that th is time, it w ill mean a greater 
ripo ff fo r the workers."
However, during th is same period, workers 
took unprecedented action against the 
governm ent’s plans to dism antle Medibank. 
What is the s ign ificance of th is, and of other 
cam paigns that make d irect cla im s on the 
cap ita lis t state?
Economic or political?
Much of the opposition to the Medibank 
strike, both from  the capita lis t class, the 
media, and from  the extreme righ t of the trade 
union movem ent focused on its ‘p o lit ica l’ 
nature. Econom ic class struggle is OK, 
Murdoch and the National C ivic C ouncil were 
saying (though readers m ight cyn ica lly  ask 
when these gentlemen last supported a good, 
o ld-fashioned strike over wages) but a 
‘p o litica l’ s trike is out.
There are tw o answers to th is. First, workers 
do have the righ t to figh t fo r the ir interests at 
the politica l level - in fact, it is only when the 
w orking class is no longer confined to 
econom ic class struggle but figh ts the 
cap ita lis t class on the po litica l level that 
revolutionary change is possible.
But the second answer is th a tth is  struggle  is 
an econom ic issue fo r workers. Fraser’s 
Medibank po licy means a wage cut fo r workers
- and they responded angrily  fo r that reason 
w hile com m entators - and even governm ent 
spokesmen - floundered in the m yriad
com plexities of the rival schemes.
Ian Gough, w riting  on “ State Expenditure in 
Advanced C apita lism ” in New Left Review No. 
92, makes the point:
Part of class struggle
“The battle over the burden of taxation and 
the com position of state expenditure  is now as 
much a part of the class s truggle  as the 
ongoing battle over wages.”
Gough argues that the so lu tions to the 
econom ic crisis available to the cap ita lis t class 
w ill mean these struggles w ill become even 
more important.
“The only so lu tion fo r the cap ita lis t class 
and fo r the state representing its po litica l 
interests, is a decisive rise in the rate of 
explo itation. This w ould perm it a reduction in 
the rate of in fla tion, a rise in p ro fit expectation, 
and would release resources fo r investment 
and exports. To achieve th is two separate 
strategies are identifiab le, though in practice 
they are norm ally used in com bination.
“ The firs t is some form  of wages freeze, 
which w ould d irec tly  achieve the three 
objectives above. The second is to deliberate ly 
a llow  unem ploym ent to rise in o rder to 
ind irectly  bring down the rate of wage 
increases, though the unem ploym ent level 
necessary w ould probably need to be 
extrem ely high by postwar standards.
Fuelling inflation
“ To achieve this w ithou t fue lling  in fla tion, 
large cuts in pub lic expenditure  w ould be 
essential. W ithin the tota l of pub lic  spending, 
aid to private capital w ould need to be 
maintained and cuts in m ilita ry  spending, 
through they cannot be ruled out, w ould not 
suffice.
“ The burden w ould necessarily be borne by 
the social services, and th is fo r tw o reasons. 
First, they constitu te  the most dynam ic area of 
state expenditure. Second, they com prise the 
‘social wage’ of the w orking class, and a cut in 
th is w ould be interpreted by cap ita lis ts at 
home and abroad as a deliberate governm ent 
decision to reduce living standards and raise 
the rate of explo itation.
“ An integral com ponent of th is second 
strategy would therefore be an attack on social 
expenditure.
“ B u t o f c o u rs e ” , G ough  c o n c lu d e s ,
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“ precisely what defines the cris is is the 
power f u l  o p p o s it io n  o f c o n tra d ic to ry  
pressures: the ab ility  and determ ination of the 
w orking class to resist such a rise.”
What kind of struggle?
While the strugg le  over state expenditure 
autom atically assumes a po litica l character - 
which we shou ldn ’t deny o r sh irk from  - it does 
not transform econom ic class strugg le  into 
po litica l class struggle. The firs t is a struggle 
over the share of the social p roduct going to 
the w orking class, and can be pursued 
vigorously - and even successfu lly from  time 
to time - w ithout b ring ing into the question the 
continued existence of cap ita lis t re lations of 
production.
For this, class strugg le  m ust reach a new 
level and become a strugg le  to transform  
capita lis t re lations of p roduction  into socia list 
relations of production , to abolish the wages 
system: the fram ew ork w ith in  w hich econom ic 
class struggle takes place.
The size or nature of state expenditure does 
not threaten capita lis t re lations of production; 
in fact ,  s ta te  expend i t u r e ,  i n c l ud i ng  
expenditure on social services has grown in 
such a way as to preserve these relations of 
production. As Lord Balfour declared in 1895: 
"Social legislation is not merely to  be 
distinguished from Socia list leg islation, but it 
is its most d irect opposite and its most 
effective an tidote” .
Ian Gough outlined tw o approaches to 
analysing the in te rvention ist state, and state 
expenditure, in a paper he gave at the recent 
Political Economy Conference held in Sydney.
Strategic implications
Two groups of theories hdve arisen, he 
argued, in opposition  to the theory of 'State 
M onopoly Capita lism '. Both seek to explain 
the relative autonom y of the state from  the 
capita list class and argue against the v iew that 
a fusion ' has occurred between the state and 
any section of that class. The two approaches, 
however, proceed from  d iffe ren t levels of 
anal ys i s ,  and have d i f f e r en t  s tra te g ic  
im plications.
The first approach, which Gough calls 
cap ita lis t-theoretica l', begins its analysis at 
the level of the capitalist mode of production. 
The autonom y of the state rests on the
separation of exp lo ita tion  and coerc ion under 
capita lism ; in fact, capita lism  requires ‘free 
exchange’ of com m odities, especially labor 
power fo r its mechanism of exp lo ita tion  to 
operate. Economc inequality requires po litica l 
equality. The function  of the state is to resolve 
the contrad ic tions of capita lism . He includes 
both those who see the main con trad ic tion  as 
under-consum ption (Baran and Sweezy, 
O ’Connor) and those who stress the role of the 
fa lling rate of p ro fit (Yaffe).
This approach derives a h istory of the 
capita list state from the phases of capital 
accum ulation - from prim itive accum ulation, 
through com petitive capita lism , m onopoly 
capitalism , and ‘late’ capitalism .
Class conflict
The second group of theories, which Gough 
calls ‘c lass-theoretica l’ begin not w ith the 
cap ita lis t mode of production, but w ith the 
existence of social formations made up of 
d ifferent classes. The relative autonom y of the 
capita lis t state rests on class con flic t, both 
between the dom inant and the subordinate 
classes, and between d ifferent sections of the 
dom inant class. Its function is to po litica lly  
organise the dom inant class, and disorganise 
the subordinate classes; to do th is  it must be 
relatively autonom ous both from the econom y 
and from the dom inant class itself.
These tw o approaches view the welfare state 
d ifferently. The firs t sees it as a response to the 
needs of capital, particu la rly  in provid ing labor 
power and ‘in fra structure'. The second sees it 
as a response to class pressure from  below, 
and stresses the role of reforms and especially 
of socia l-dem ocratic parties in its evolution.
Accord ing to Gough, those w ho hold the 
firs t view see the welfare state as repressive; 
the im plication of this is that the w orking class 
should not oppose cuts in welfare spending. 
The second view, on the other hand, regards 
the welfare state as an achievem ent the 
w orking class should defend.
Both views, he argues, have lim ita tions, but 
both must be used. “ An adequate theory 
requires an intermediate level of analysis, 
between the cap ita lis t mode of production  and 
particu lar social fo rm ations.”
This way, we avoid either abstaining from 
the struggle over the social wage, or, in our 
enthusiasm, over-estim ating its s ignificance.
- T . O ’S. - 29.7.76.
